
increased public awareness of the product in a rapidly growing sector, even though
they themselves have not been very successful in capturing share.

TABLE Ll: BENEFITS OF THE CUR.R.ENT RULES ENVIRONMENT

. DYAIlG1JMl!NT '2 ,"'" ,:~ _. -.- ~PAcr.ASIS

• A robust ESP market • There are a large number of participants & growing
has evolved under the revenues in each key Enhanced Services segment

existing non-strue:tural • U S WEST (and RBOC) retail market share in those
separations policy segments in which they participate is fairly low

• Most Independent Players regard U S WEST as a
valuable partner rather than a competitor

• The participation of the
RBOCs has stimulated
the development of the
Voice Messaging
Market

• The participation of the
RBOCs has stimulated
the development of the
Enhanced Fax Services
Mar1cet

• RBOC Voice Messaging has inaeased the size of the VM
market but equipment providers are also thriving,

• RBOC Participation has resulted in much lower prices
for consumers

• The RBOCs have greatly expanded the base of
subscribers who WJe voice messaging services, es-spea~·ally
in the residential and small business segments

• However, many independent Voice Messaging Service
Providers are still thriving

• There are minorities/geographies who depend on U 5
WEST for service

• 1bere are user constituencies that would not otherwise
be servecl (e.g. Parent-Teacher link)

• Enhanced Fax Services have thrived

• US WEST promotional spend has inaeued awareness
of the Enhanced Fax category

• The RBOCs have captured little share but Service
Bureaus have grown significantly
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n. The Enhanced Services Market

n.l. Growth in Enhmced Services

TM Enlumad Stroices MJlrlctt Iw exhibited halthy growth since tht entry of tht RBOCs at the
end oftht 1980's. Their participtztimJ 1Ul5 noti~ dewlopment afthis market.

Services offered over the telephone network, which act on the content of

transmitted information or involve the subscriber in interaction with stored

information, fall under the title of Enhanced Services. The Enhanced Services market

consists of several major segments:

• Voice Messaging: this service enables users to receive messages when

they are either away &om their phone or, in some cases, on another call.

Different systems provide additional capabilities such as the ability to

retrieve messages remotely, to forward them to other parties'

"voicemail" boxes. or to notify the user that a message has anived by

paging or calling another designated telephone number.

Equipment Sales: Voice Messaging can be provided by a piece

of equipment attached to the individual line • a Telephone

Answering Device (TAD), which is common among

residential users and smalI businesses, or through a voice

messaging system which can support many "mail boxes",

often in conjunction with a PBX.

Voice Messaging Services: many companies, including the

RBOCs now provide Voice Messaging Services which enable

subtlcribers to obtain voice messaging capabilities without

buying their own equipment. Calls to their telephone which

are not answered are diverted to a distant voice messaging

- system ·and they are given access codes to recover and process

messages.

• Audiotex: this service involves use of a voice platform to provide

various kinds of information and Jervices, accessed using a touch-tone

key pad, often via a menu system. Applications are mainly from

U-l ~1WClC)'T'IXX»e)"'IN't'.C



businesses offering information to consumm, and are often

entertainment oriented, including horoscopes, personal ads, TV soap

updates, games and adult entertainment. However there is inaeasing

interest in using Audiotex to automate routine business processes such

as order taking.

• Online Databases/Transaction Processing: Online Database service
enables subscribers to access databases of text and video wormation, to
be read on saeen or downloaded, u well u communications,

transactions and entertainment services. This market is divided into two
key segments. The commercial segment, which currently comprises the

bulk of the market (Sll.7BN in 1994) and which has been growing

relatively slowly, serves mainly professional customers in sectors such
as brolcerage, credit, financial news, legal and marketing information.

The residential segment (S800MM in 1994) has been growing much more
rapidly. One of the biggest areas of growth is in provision of access to

the Internet.
Transaction Processing service enables companies to transmit and
process financial transactions from automatic teller machines (ATMs),
credit- and debit-a.rd purchases, and automated clearinghouses (ACH)
or settlement functions. A1M transaction services are usually prOVided
by banlcs. Point of sale purchase transactions, which require immediate

verification and authorization, are sometimes handled by third patty
service providers who store the databases of card issuers. Some ACH

transactions are handled by third parties but the majority are handled by
the issuers.

• EMail; this service allows text or other data to be transmitted from a
terminal or PC. Most services enable users to store and forward
documents, to receive receipts indicating that messages have been read,
and to broadcast messages to customized distribution lists. These
services are often bundled into Value Added Network Services (VANS)
or c:onswner online services.

• ED!: This enables firms, often with different information systems, to
exchange detailed information on orders, inventories, leadtimes with

B-2



their suppliers and customers which reduces errors, decreases response

times and facilitates Just in Time Processes. These services are often

offered via VANS

• Enhanced Fax: this service breaks into four main applications. Broadcast
fax enables users to send a fax to multiple destinations at once. Fax
retrieval allows users to dial up and order information to be faxed to a
fax machine that they indicate. Store and Forward capabilities allow
users to send a fax even when the recipient machine is busy. The system
will store the fax and attempt to resend it for several hours. Another
service that is offered, sometimes in conjunction with E mail, is a fax
mail box, where a fax is stored when it is received and the subscriber can
download the fax from his mail box to the fax machine of his choice
when it is convenient

All these segments combined yield ..market which has grown at 18% for the last
three years and which is worth over $2S.4BN in 1994.

EXHIBIT 11.1: GROWTH IN ENHANCED SERVICE REVENUESl
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11.2. Enhanced Service Providers

All tilt stgmtnts oftltt EnJumad StrDias Milr1ret art richly J"f'PJllJzttd by Sllcassftd "lJzyers
other thlm tltt RBOCs. RBOC presenct in thtst m.ar1rets h4s not rtduad compttition. In fact,
they MtJt only achilwd significant penetration t1fant stgment • "OOict frlaSQging smnCt5.

Furthmnort, most Enhanad Stn7ict ProWlm in US WEST's tmitory regard US WEST as a
reliablt provider t1fbasic servias which mJJblt their mJumad 5m1ict offtrings.

Each of the Enhanced Service segments has a large number of players. Competition
is generally quite healthy but the rapid growth ensures that there are many winners in

each segment. Table n.1 shows some of the major players in each segment, with market

shares, where available, and recent segment growth.

TABLE 11.1: ENHANCED SERVICE PROVIDERS

SELEC fED MAJOR PROVIDERSSEGMENT SECfOR
(MARKET SHARE WHERE AVAILABLE) REVENUE

CAGR
(1991·94)

Voice Messagingl Octel, Voice-Tel, VoiceCom (5%), AT&T 55%
«1%), MO «<1%), Sprint «<1%), Scherers
Communications, Envoy Global, Dial-Com,
Ameritech (3%), Bell Atlantic (10%), Bell
South (11%), NYNEX (4%), Pacific Bell (5%),
Southwestern Bell (4%), US West (7%)

Audiotex Call Interactive, Info.aCCf!l8, Sherers 41%
Communications, US Audiotex

Online data bases and Compuserve, Prodigy, America Online, 15%
Transaction Processing ~ogue, Genie, Delphi, AT&T-INN,

DiIclosure, Dow Jones, D1m at Bradstreet,
Newsnet, Reuters, Thompton, ADP, Equifax,
First Data Resource, New York ACH, VISA,
Deluxe Data Systems, Remittance Processing
Service

1s-. itt tIriJ .,.....,1ft fI/ScnIia~, adwIiftr........,.,...
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EMail AT&tT (16%), Sprint (5%), MO/ST (5%), GEIS 22%
(11%), Advantis (1%), Compuserve, Prodigy,
America Online,

EDI ST Tymnet, GEIS, Advantis, Sterling 17%
Software, Harbinger, AT&tT, Sprint

Enhanced Fax AT&T (6%), Sprint (7%), MO (7%), C&.W 44%
(3%), LDDS «10/0), RBOCs (7010), Xpedite
(11%), Mediate! (2%), GTE, SNET, Advantis,
GEIS, Technology Solutions, PR Newswire,
World Data Delivery, Instant Information,
Marketfax, Adionfax

The RBOCs participate to some degree in nearly all these service segments, as
demonstrated by the records of the Comparably Efficient Interconnection (CEI) Plans
which they are obliged to file with the FCC for all Enhanced Service products that they
plan to offer. They have also filed plans for several services, especially video-related

ones which they are currently developing.

TABLE 11.2: RBOC CEI FlUNCS FOR EXISnNC AND PLANNED ENHANCED
SERVICE CATECORIES

CURRENT SERVICES

Voice X X X X X X X
Online Dltlblses X X X X
Audiotex X· X
Electronic Mail X X
EDt X X X X X X X
rrranuction • X
Enhanced Fax Services X X X X

SERVICES IN DEVELOPMENT

r:::~ s.- 1---+--:----+------------
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Lewl Two Video GltewlY X X (X)I

VideO &. Text Programming, X X X

Inttrletive

However, RBOCs have attained very little penetration in any of the segments
except Voice Messaging. This demonstrates clearly that they do not have a monopolistic
position in Enhanced Services. There are many other players in each segment which are
competing successfully, in many cases more successfully than the RBOCs.

EXHIBIT 11.2: RBOC SHARE OF ENHANCED SERVICE MARKETS
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The RBOC's participation in Voice Messaging and Enhanced Fax is discussed

below in more detail. They have scant participation in the other Enhanced Service
markets:



• Audiotex: The RBOCs have introduced a number of local services,

including traffic information and directory services. Pacific Telesis, for

example, offers a Daily Reporter service in conjunction with its voice

messaging service whereby programs on topics such as sports and

weather can be downloaded to voice mail boxes. The RBOCs entry,

whilst still on a small scale, is helping to overcome the poor image of

Audiotex services aeated through fraudulent and misleading activities

of some players in this market

• Online Databases: RBOC participation here has also been very limited. U

S WEST set up a Joint Venture with France Telecom in 1991 but it was

not a success and they withdrew from the marlcet in 1994. NYNEX also
discontinued its 1nfo..Look" gateway after two years, and Pacific Telesis

abandoned its product "Califomia-on-!ine" before it was even

introduced.

• Email, EDI and Transaction Processing: The RBOCs have experimented

with these services, but they have not achieved significant Penetration in

any of them.

U S WEST holds frequent discussions with non-affiliate Enhanced Service

Providers (ESPs) in its territory about its compliance with the Open Networ-k

Architecture rules (which govern the way it offers the various elements of service that

are required for Enhanced Services). These rules are designed to ensure that the RBOCs

own Enhanced Service businesses do not receive preferential treatment. Most ESPs

regard US WEST as a reliable supplier.
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m. Voice Messaging

m.l. Muket Growth

The ToW Voict Messaging MJlrkn, including both equipment and services has shown healthy
growth in the lJIst frw ytilTS. RBOC rtmlutS havt grown dramatically. but sales ofVoice
Messaging Equipment, which compete dirtdly with Voice Messaging Services, 1ulVt continued

to apmul as wt!ll.

The Voice Messaging Market, including sales of business premise equipment and
Telephone Answering Devices, has, in aggregate, grown quite rapidly since the RBOCs
entered the market, It has increased from S2.7BN in 1990 to 54.tBN in 1994. This reflects
continued increases in penetration of TAOs, from 35% of US Households in 1990 to 66%

in 1994. It also reflects more than a doubling of the number of subscribers to Voice
Messaging Services. Currently, more than 9MM people use these services, up from only
4MM in 1990.

EXHIBIT 111.1: TOTAL VOICE MESSAGING MARKET
(EQUIPMENT AND SERVICES)l
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There are different factors driving the growth by each major provider segment:

• Business VM equipment: the growth in this market has slowed to an
average of '7% in the last four years (down from 52% per year between
1986 and 1990) u the market reaches saturation. Prices have also
dec:l.ined due to healthy competition - the largest player, Octe}, has only
18% of the market. There is a trend towards integration of Voice
Messaging systems with other messaging applications such as Email
which will stimulate some additional growth.

• Telephone Answering Devices: partly spurred by the arrival of
affordable voice messaging services from the RBOCs, TAD equipment
vendors have introduced machines with significantly improved features.
A switch to digital technology has inaeued reliability, and fadlitates
introduction of features such as Caller 10, multiple mail boxes, call
blocking, call logs, remote notification and voice announcements. With
these improvements, the only major benefit that messaging services have
over TADs is the ability to take a message when the phone is busy. On
the other hand, TADs allow callers to saeen calls, and, they usually have
a visual message indicator, which many users prefer. Consequently,
TAOs continue to provide strong competition to providers of VM
services in the residential and small business sectors.

• Voice Messaging Services

RBOCs: The RBOCs launched voice messaging services in
1990. These services have been targeted at the residential
segment. They have experienced extremely rapid growth,

which reflects the fact that their services are priced
substantially lower than the previously available services

. which were wpted at businea UJerI (see below).
N~, in total lifetime costs they are still much more
expensive than TAOs, and consequently the number of
subscribers (nearly SMM in 1994) is small compared to the
installed base ofTADs (64MM in 1994).

m-2



Service Bureaus: These have traditionally offered service to

businesses. Only 100/0 of their revenue came from the

residential segment in 1994, mainly from professional users
such as doctors and lawyers. Service Bureaus were the first to
offer automated voice messaging, but many also already
offered live answering, which is much more costly to provide
than automated voice messaging. (In 1994, about 75% of
Service Bureau revenue still came from live answering).

IXCs and Independent LECs: These players make up the tail

end of the service market. The IXCs offer national voice
messaging services almost exclusively to large businesses
which span several regions. AT&T was the only !XC provider
in the market until it dropped out in December 1993. MO
entered in 1994. Given that the IXC service was priced at a
premium to local or regional services, it has been a difficult
sell and MO currently has less than 1% share of service
revenues. The Independent LECs offer similar services to the
RBOCs and have about 6% of the service market.

EXHIBIT 111.2: VOICE MESSAGING MARKET BY VENDOR TYPE
(EQUIPMENT AND SERVICES)
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IU.2. Voice Meuasing Service Pricing

RBOCs mtmd the mlZTkd in 1990 and 1uzvt drivm the prictS fur Voice MtsSllging Stroius
down considerably. This luis mszbWi largt segments ofthe population to buy the stroice which

could not prmously ajfrIrd it.

Prior to the entry of the RBOCs, Service Bureaus typically charged 515-25 for a

voice mail box. They charged substantially more for live answering services • sometimes

up to 5170 per month. RBOCs have been offering services at much lower prices since
1990. In real terms, these prices have been flat since their entry.

TABLE 111.1: RBOC RESIDENTIAL VOICE MESSAGING BASIC SERVICE
PRlCNG ($/MONTH)

RBOC 1990 1991 1993 1995

Ameritech 6-8.00 Varies 5.25 6.75

Bell Atlantic 3.00 5.00 6.25 6.50

Bell South 6.45 3.95 6.95 6.50

NYNEX 6.00 6.13 5.95 6.00
,

Pacific Telesis 4.95 4.95 5.95 6.50

Southwestern Bell 5-6.00 5.50 5.95 5.95

USWEST 6.95 6.95 6.45 - 6.95

AVERAGE 5.69 5.50 6.11 6..5

Real Prices ($1990) 5.69 5.28 5.52 5.66
::HNn:r: r lIftkft (,,1 .INU'IIWU Ii l'na IftllC)

This has forced Service Bureaus to lower prices for basic Voice Messaging Services.
For example 0cteJ. (Tip), one of the largest Voice Messaging Service Bureaus, offered
Voice Messaging for $15-25 in 1992 but has now lowered its prices to the 510-20 range.
The price can be even lower with volume and long term discounts. 'The average price

paid for Service Bureaus offering local automated voice messaging has now fallen from
520 per month to S10. However, since RBOCs do not offer live answering, the Service
Bureaus have tried to recover some of their revenues by putting up prices for live
answering (the average price has risen from about S70 to S80 per month).

m-4



EXHIBIT m.3: VOICE MESSAGING SERVICE PRICES
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111.3. Voice Messaging Subacriben

The RBOCs pIITticip4tion in tM mllTUt luis grutly apIJ1Ided tM numbn' ofusers in both tM
midentiIU segment lind tM S1Mll Minas .""ent.

The prices that RBOCs are offering has greatly expanded the bue of subscribers in

the residential segment and the small business segment RBOCs have brought this

service to an entirely new segment of users for whom Service Bureau prices were much

too high. In the residential sector, the total number of subsc:ribers has expanded from

1.0MM in 1990 to 4.2MM in 1994. RBOC subsc:ribers have risen from 240K in 1990 to

3.2MM in 1994. Service Bureau subsc:ribers have stayed just about flat at between 4001<

andSOOK.
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EXHIBIT m.4. RESIDENTIAL VOICE MESSAGING SERVICE SUBSCRIBERS
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EXHIBIT IU.S: SMALL BUSINESS VOICE MESSAGING SERVICE SUBSCRIBERS
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A similar trend is has also taken place in the small business segment The number
of subsaibers in the small business segment has risen from 740K in 1990 to 1,800K in

1994. RBOC subsaibers have risen from a few thousand in 1990 to 1.1MM in 1994 and
Service Bureau subsaibers have stayed flat at around 700K subscribers.

111.4. Service Bureau Performance

EM! though tht RBOCs Nmt signed "7' 1IITgt numbm ofsubscribm in tM residential and
smJJ11 businas segments, the independent Seruia BUmlllSNmt rrulint4iMl their subscriber base
and mtmy cOlfl7Hl7lia Nmt thriwd, ptnfly thrauglz tlJrgtting tM businas market with a largtr

range ofproducts and functions.

RBOC competitive offerings have forced Service bureaus to reduce prices for Voice
Messaging Service especially in the residential segment (which never represented their
core business) and grow other parts of their business (in particular, equipment).
Nonetheless, many players are still thriving. Voi~Tel, VoiceCom and Octel, the three

major Service Bureaus, have all expanded dramatically in the last couple of years.
Service Bureaus, in general, have expanded their services to offer combined live and
automated answering services, cellular phones and pagers, 1-800 numbers, voice and
fax messaging, domestic and intemationallong distance calling, speed dialing,
conference calling, travel reservations, voice response-bued field activity management
reporting, seaetarial services and even voice messaging equipment sales. There has
been a consolidation as well, as the Bureau's·try to achieve the economies of scale of
larger players. For example, VoiceCom more than quadrupled its revenues from S15M
to 65M in 1993 when it acquired Async from MC and the voice services division of
Wang Information Services. Voice Bank, a smaller Service Bureau, based in Georgia has
also bought out a number of small players in its region and plans to acquire bureaus in
other areu u well.
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111.5. U S WEST'. role in the Voice M....pS Services Market

U5 WEST luis focvstd almost adusivtly on the TtSidmtilzl stgmtnt. &sides bringing an
affordab~ strOia to this segment in general, it 1w btntfited certain parts of the pap~tions
through the introduction ofsp«ial products which would not be pTcroiIhd by indepmdnzt
Sm1ia Bureaus.

The RBOC emphasis on the subsaiber segment described in Section IIl.3 is

reflected in the break down of U S WEST's own subsaiber base, which is heavily
skewed towards the residential segment 95% of US WEST's subsaibers are residential
customers. U SWEST is providing a real benefit to the community by providing this

service to a whole new set of customers. Most Voice Messaging Service Bureaus in U 5
WEST's territory do not even regard U S WEST as a direct competitor because they are
pursuing a different segment of the market.

EXHIBIT m.6. U S WEST VOICE MESSAGING SUBSCRIBERS
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In serving this market U SWEST has developed special voice messaging services

to serve various niche segments of customers which a Service Bureau would be unlikely

to choose to serve.

• Rural and low income areas: US WEST provides Voice Messaging
Services in a large number of rural areas and in areas in which low
income groups are predominant. See Appendix 1: Maps of U S WEST

Voice MeslaPl Service Cutomen.

• Minority Oriented Products: Customers in Albuquerque and Santa Fe

can buy Spanish voice at no extra charge. The service will be extended to
Arizona in May 1995

• Parent Teacher Link: U S WEST has developed a voice messaging system
for \lie in schools. Schools are provided with mailboxes for \lie by each
of their teachers. They can leave messages about matters such as
homework, athletic events or ca.feteria menus. They can also broadcast
messages to selected groups of parents or individual ones if they

subscribe to the service. Parenti can call in and check the public
messages or leave messages for the teacher. This service has generated a
very enthusiastic response among both Parents and Teachers alike.
Transcripts of focus groups held with teachers and parents are included
in Appendix 11: Transcript of Parent Teacher Link Focus Group:

Similar services are available for other groups such as youth activity
groups and charities.



TABLE m.2: FOCUS GROUP RESPONSES TO PAllENT TEACHER LINK

GROUP EXAMPLE RESPONSES TRANSCRIPT
REFERENCEl

Parents • I get a call daily from [teacher]. She lets us know 5.20
what the class is doing, for a particular class.

• It is good to know for sure what they have to do that 5.1
night for homework. If it is a project that they have,
even for week, then I want to know about it.

• They had assignment tests today and Jennie did not 3.49
tell me; you know, it is one of thoee things that
escapes the mind. I would not have heard that
message; I would not have known she had to study
for it

• I think it helps; it is feed back for them and you are 8.7
more likely to communicate a small message that you
do not want to bother to send [by inail]

• There is so many walls thrown up between parents 13.32
and teachers and this is one way to break them
down.

• [US West] have a good tool that the schools should 15.6
use

• This is something that you can do quickly. You do 17.44
not have to necessarily see the person face to face and
it also saves the teacher time.

Is. ..,,-*11:7'''''.'O/P..,7''''''' u.t f ...G,..,
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TABLEm~ (CONTINUED): FOCUS CROUP RESPONSES TO PARENT TEACHER
UNK

GROUP EXAMPLE RESPONSES TRANSCRIPT
REfERENCE1

Teachers • I do a lot of communicating u far u one on one, 8.16
sending messages back

o If you are communicating with the parents that 12.12
makes your job easier and it benefits the children as
well as the parents

• It...keeps me organized too, in the sense that I have to 12.20
put everything on once per week, so I have to have
myself very well planned out

• I like the fact that you can use it at any time. You are 12.34
not"going to waste time. I can do it at 10.30 or 11.30 at
night. I do not need to wake them up and [I can] still
leave that message

• Parents feel more comfortable sending me a message 12.42
later in the evening

• I do not call parents u often or u quiclc1y if they do 13.13
not have voice messaging

• I have a lot of very intense parents, very concemeci 13.45
parents and....communication is the best line. It helps
everybody

• It is an efficient way to communicate 13.27

• The big picture is that it wu a great idea 1429

Is.~••D: T....,;,tofP'"T.....LiM,...Grall,
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Articles from the local press about the plan are presented in Appendix In: News

Artid.. ab011t Puent Teacher Link. The service was also commended in a news spot

on Phoenix Channel 10 News. The transaipt of this is presented in Exhibit In.6:

Transcript of Newt Spot on Puent Teacher Link

EXHIBIT 111.6: TRANSCRIPT OF NEWS SPOT ON PARENT TEACHER. UN)(
You wond.r wh.eh.r your child. t.llll the trueh when you a.k him if t.h.re is
homewcrk toni;ht and. h. .aya, no.

Fru.trated you can't. r.ach a teach.r to~ a .impl. qu••t.ion?

US WEST hope. ehey have t.h. an8WU'.

A cut.t.in; .d.;. voic. mail syat.. i. now in t.hr.. .chool. and. blaming the
family do; for chewin; up an •••ignment ju.t bee... ob.ol.u.

Thi. is Nancy Gurlty. .eventh gr.d••cience cl••••t Saint Thomas the Apostle
C.t.holic school. She hope. her stud.ent. are payin; attention: but ju.t in
c.... (t..lephon••ound.) .

Hi, this i. Mrs. Gunt.y from Saint Thoma., and. ehis is the •••i;nment. for
••vent.h grad••cience for t.h. ~k of January 23rd..

(P.rent. listenin;). Today in science we st.udied star., t.h. diff.rent
charact.erist.ic. of st.rs and how theY are formed. For homewcrk t.oni;ht.. the
st.udent need t.o do exhibit.ion Ml9.

B.for. Core Bellan even g.t. home from school, her moth.r hears h.r
t.ach.r·s voic. me.sa;.: -Thank. Mrs. Gunt.y; we will t.alk to you soon about
Cory'. progr••s in .cienc.·.

Tell m. what you like about. t.his voic. mailin; syat... What I like about it
is that it fo.t.rs so much communic.tion between parent and t ••ch.r and the
school. A lot. of time. I will dial in wit.h a simple que.tion that n••ds t.o
be answer but t.hat I would not d.r.am of di.turbing a t.each.r at ni;ht.
aft..r. h.r kids are in bed and. .he needs qui.t time. I can d.o it at my
convenience and then sh. me•••g. me beck, which is great bec.u.e she does
not. int.rrupt that I am doing. So. you can alwaya plan a conf.rence for
something t.hat i. very important: but ju.t for eh. everyday, it 18 ;r••t!

So, some day we are .11 going to be connected to each oeher through Voice
Mail.

That is our hope: that ia ow: hope and mor. cu.tClllDerS would be using Voice
Mail. It is really the way of the future and. how we .r. goin; to
communicat•.

And we heard our OWD future through saint Thoma.' principal'. Voic. mail
me•••ge: Ther. will be a speci.l pr••entation on the channel ten news. this
eveniDg at 10:00 o'clock. Th. pr••ent.tion will be d.one by Jun. Thomaen.
on. of the new8 c..t.rs for Channel 10 who vi.ited our .chool today.
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IV. Enhanced Fax Services

IV.I. The Enhanced Fax Services Market

TM EnJumad FlU Sert1ias Mmkd is still rrllJtivtly small but grotDing vny rapidly. RBOCs
Jume partidpGttd in this nuzrkd sinct 1990 and their int:Tolmnmt Ms not~d tilt mlZTket's

grcnoth.

The market for Enhanced Fax services is still fairly small but growing rapidly. It

breaks into four main application areas:

• Fax Broadcast this service enables a user to send one fax to multiple
recipients without having to resend the fax each time..The systems
generally establish directories of destination fax numbers which the user

can select or modify.

• Fax Retrieval: this service, otheiwiae know as fax-on-demand or fax
response allows a user to telephone into an organization and, by using a
series of voice prompts, select a file, which could include brochures,
announcements or other information. This file will then be faxed to the
number designated by the user.

• Fax Mailbox: this service enables a user to receive a fax at a mailbox
where it is stored until the user accesees the box remotely using a
password, and instructs the system to send the fax to the nearest fax

machine. This preserves confidentiality and enables the user to receive a
fax anywhere without having to give out the number of a specific fax
machine.

• Fax Overflow: this service is also know as never-busy-fax. When a user's
machine is busy, incoming faxes are diverted to a storage location and
forwarded when the fax machine becomes available.

In combination, these services represented a market of Sl06MM in 1991 and
$3OOMM in 1994 which reflects an annual growth of 42%.
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EXHIBIT IV.l: ENHANCED FAX SERVICE REVENUES
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IV.2. Promotion and Awarenes. of Enhanced Fax Services

RBOCs hmJe sptnt mare than any other segment ofprrTDider on promotion of Enhanced Fax
StrDictS. This has i7lC1fllStd public IlWCImIaS oftM CIlttgory, tmI though it was not vny
t/ftctiwat int:1'tlUing Immd sptdfic arDImIISS ofU S WESTs 0rDPI seruia.

The RBOC:I have played I significant role in this market by inaeuing public

awarerJIM. When molt of the RBOCs entered the market the spent significant sums on

advertising and d.iIect mail promotions. They were the only significant segment of

provider to do 10. U S WEST, for example, spent S2·3MM and used newspaper ads,

radio ads, d.iIect mail and telemarketing to promote the service towards business

travelers and people who require confidentiality for documents (eg lawyers).

IV·2


